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OVERVIEW — The Medicare program, despite its reputation of being 
a bill payer with little regard to the worth of the services it buys, 
has begun to put in place a range of programs aimed at assessing 
quality and value, with more to come. Attention to resource use and 
cost is nascent. The issues are complex, and it is no surprise that 
there is a level of contention between providers and regulators, even 
though both profess commitment to improved quality. This paper 
summarizes the quality and value programs that apply to physicians 
and other clinical professionals, as well as programs designed to 
encourage the adoption of technology to support quality improve-
ment. Participation in all is voluntary. However, a decision not to 
participate increasingly carries a financial penalty, as Congress (and, 
by extension, the U.S. Department of Health and Human Services, 
or HHS) tries to encourage behavior it cannot force.
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The U.S. Department of Health and Human Services (HHS) has been implementing programs such as the 
Physician Quality Reporting System, the Physician Feed-
back/Value-Based Payment Modifier Program, Physician 
Compare, the Electronic Prescribing (eRx) Incentive Pro-
gram, the EHR Incentive Program, and others in its efforts to 
improve quality of care and curb costs. Following is a sum-
mary of each of these programs, along with brief discussion 
on the issues raised for care providers, beneficiaries, and 
policymakers.
PHYSICIAN QUALIT Y REPORTING SYSTEM
The Tax Relief and Health Care Act of 2006 required the establish-
ment of a quality reporting system for eligible health care profes-
sionals, incorporating an incentive payment for those who satis-
factorily report data on quality measures for covered professional 
services furnished to Medicare beneficiaries. Though the Centers for 
Medicare & Medicaid Services (CMS) named it the Physician Quality 
Reporting Initiative (PQRI), eligible professionals also include physi-
cian assistants, advanced practice registered nurses, and others such 
as speech and physical therapists.1 
Seventy-four quality measures were made available for 2007, when 
reporting occurred only via submitted claims. Those who met re-
porting criteria were eligible to be paid a lump-sum bonus equal to 
1.5 percent of their estimated allowable charges under Medicare Part 
B. Starting in 2008, there were 119 measures from which physicians 
could select a minimum of three to report, primarily reflecting their 
specialty. Each measure carries requirements as to the minimum 
percentage and/or number of the physician’s patients that must be 
included in the reporting.
The Medicare, Medicaid, and SCHIP Extension Act of 2007 extended 
the incentive payments to 2008 and 2009. It authorized CMS to es-
tablish reporting criteria for measures groups and for the submission 
of PQRI quality data via registries. A “measures group” combines 
several individual measures under one disease heading. For example, 
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the Chronic Obstructive Pulmonary Disease (COPD) measures group 
incorporates measures such as COPD spirometry evaluation, bron-
chodilator therapy, and influenza immunization. A “registry” is an 
information system designed to support care management, often of a 
particular disease such as diabetes or cancer.
Congress extended PQRI indefinitely under the Medicare Improve-
ments for Patients and Providers Act of 2008 (MIPPA), raising the bo-
nus for reporting to 2.0 percent of allowed charges for covered pro-
fessional services in 2009 and 2010. Fifty-two additional measures 
were added, including 18 measures designated for reporting via 
registries. MIPPA further required the Secretary of HHS to develop 
a plan to transition from the fee-for-service system to a value-based 
purchasing (VBP) system for professional services.
By 2010, there were 179 individual measures and 13 measures 
groups. CMS allowed physician groups of at least 200 eligible pro-
fessionals filing under the same tax identification number to report 
as groups rather than as individuals. Under the Patient Protection 
and Affordable Care Act of 2010 (ACA), there was a name change 
to the Physician Quality Reporting System (PQRS). Eligible profes-
sionals were given the opportunity to earn an additional 0.5 percent 
incentive payment by successfully participating in an authorized 
maintenance of certification (MOC) program more frequently than 
necessary to maintain board certification.2
Incentive payments will be awarded through 2014, though payment 
percentages have fallen to 0.5 percent for reporting alone or 1.0 per-
cent with the addition of MOC. Beginning in 2015, the tables turn. 
Physicians who do not report quality data for 2013 become subject 
to a penalty of 1.5 percent in 2015 and 2.0 percent in years thereafter. 
(CMS, rather carefully, calls this a “payment adjustment,” but the 
adjustment is negative.)
For 2013, eligible professionals may choose to report information on 
PQRS quality measures or measure groups to:
• CMS as part of their Part B claims,
• a qualified registry,
• CMS via a qualified electronic health record product, or 
• a qualified PQRS data submission vendor.
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Groups of 25 professionals or more may also choose the Group Prac-
tice Reporting Option (GPRO), a web-based interface discussed fur-
ther below.
In 2011, the most recent year for which information is available, a 
little over 1.1 million professionals were eligible to participate in 
PQRS; of these, 320,422 or 29 percent, actually did participate, and 
266,521 received incentive payments.3 The 2011 figures represented 
an increase over the corresponding 2010 figures in which 269,076 
professionals participated and 194,278 were paid a bonus.
PHYSICIAN FEEDBACK / VALUE-BASED PAYMENT 
MODIFIER PROGRAM
A program to provide feedback to physicians on the quality data 
they submit was introduced in MIPPA and expanded under the 
ACA. The ACA mandated that, by 2015, CMS develop and imple-
ment a value-based modifier under the Medicare Physician Fee 
Schedule (MPFS). The modifier (hereafter referred to as the VBM) 
is intended to provide for “differential payment under the [MPFS] 
based upon the quality of care furnished compared to cost during 
a performance period.”4 The VBM is based on data submitted to the 
PQRS, thus adding a performance dimension to the pay-for-report-
ing under that system.
Physicians in groups of 100 or more, filing under a single taxpayer 
identification number, will be subject to the VBM in 2015 on the basis 
of their performance in 2013. The VBM program will be expanded to 
all physicians participating in PQRS by 2017. 
Looking ahead to 2015, physician groups with more than 100 mem-
bers have four choices:
• Register for PQRS and submit data for at least one measure via the 
web-based GPRO. The 2015 VBM will be set at 0.0 percent.
• Register for PQRS and elect the administrative claims option as 
a group. This means that CMS will analyze the group’s Medicare 
claims to assess performance on 17 predetermined measures. Again, 
the 2015 VBM is 0.0 percent.
• Elect to have their modifier calculated using what is called quali-
ty-tiering methodology. In this case, CMS does a calculation on the 
basis of the quality measures reported through PQRS to produce 
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a quality composite score and a cost composite score. 
A group’s VBM may be positive, negative, or neutral. 
Groups found to be high-quality and low-cost may re-
ceive as much as a 2.0 percent incentive payment, while 
those deemed low-quality and high-cost will have their 
payments adjusted downward by 1.0 percent (see Table 1).
• Opt not to submit data via the GPRO or to elect the ad-
ministrative claims option; this failure to submit results 
in a –1.0 percent payment adjustment in 2015. It should 
be noted that this negative adjustment would be in addi-
tion to the –1.5 percent adjustment for not participating 
in PQRS.
The GPRO measures largely involve primary and preventive care, 
whereas registries tend to be more targeted to specialties. It is not 
clear that the entire universe of medical care being delivered is en-
compassed in the quality measures currently available. 
There are five cost measures: total per capita cost of the group’s 
Medicare FFS patients and per capita costs for beneficiaries with 
four specific chronic conditions: COPD, heart failure, chronic artery 
disease, and diabetes. CMS risk-adjusts the group’s Medicare patient 
population based on characteristics such as age, gender, Medicaid 
eligibility, and medical history.5
For 2015 and 2016, CMS will refrain from applying the VBM to physi-
cian groups participating in the Medicare Shared Savings Program, 
the Pioneer Accountable Care Organization (ACO) groups, or the 
Comprehensive Primary Care Initiative.
As part of the PQRS/VBM programs, CMS will provide feedback to 
physician groups. Quality and Resource Use Reports (QRURs) are 
being rolled out gradually. In 2012, reports were given to 54 large 
medical groups that had submitted data via the GPRO. In 2013, CMS 
disseminated reports to 3,876 medical groups with 25 or more eli-
gible professionals.6
PHYSICIAN COMPARE
The development of a Physician Compare web site, analogous to 
the older Hospital Compare site, was mandated by the ACA. It was 
built on the Healthcare Provider Directory (a listing of physicians 
TABLE 1  
Value-Based Modifier Under  
Quality Tiering 
COST
QUALITY Low Average High
High +2.0 +1.0 0.0
Average +1.0 0.0 –0.5
Low 0.0 -0.5 –1.0
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participating in Medicare) that already existed on medicare.gov. Its 
eventual mission is two-fold:
• to provide information for consumers to encourage informed 
healthcare decisions; and
• to create explicit incentives for physicians to maximize perfor-
mance.
Information on the site as of August 2013, while useful to know, does 
not seem to markedly advance either aspiration. The information 
seeker can sort on the basis of specialty, distance to practice site, phy-
sician name, and whether the physician accepts Medicare assign-
ment (that is, will not bill the patient any amount beyond Medicare’s 
deductible and coinsurance). Search is also possible based on medi-
cal condition. At the individual physician level, the seeker can find 
contact information, gender, directions to the practice site, board 
certifications (if any), and whether the physician speaks languages 
other than English. Information on the physician’s medical school 
and hospital affiliations are given in most but not all cases. Participa-
tion in the PQRS and the electronic prescribing incentive EHR incen-
tive program (see below) is noted.
Plans to post quality and efficiency data on the site, as ACA requires, 
are in progress. CMS has indicated its intention to post an initial set 
of measures for group practices in 2014, using data collected no ear-
lier than 2012. These data will be drawn from PQRS GPRO and ACO 
filings. Patient experience data, such as those collected through the 
Clinician and Group Consumer Assessment of Healthcare Providers 
and Systems (CG CAHPS) survey, are expected to be added as soon 
as feasible for ACOs and medical groups with more than 100 profes-
sionals.7
ELECTRONIC PRESCRIBING (eRX) INCENTIVE PROGRAM
Electronic prescribing was enabled in 2001 by the creation of in-
formation networks then known as Surescripts and RxHub (since 
merged under the Surescripts name) by major players in the phar-
macy industry. However, providers were slow to adopt the technol-
ogy. In 2005 CMS established e-prescribing standards. By 2007, state 
pharmacy boards had accepted the legality of e-prescribing.8 A qual-
ity measure related to e-prescribing was included in PQRI in 2008. 
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MIPPA legislation replaced the measure with an independent incen-
tive program for 2009.
Under this program, eligible professionals submit data on the e-
prescribing quality measure, describing their use of a qualified eRx 
system during visits with a minimum of 25 Medicare Part B fee-for-
service beneficiaries.9 The physician attests to having generated and 
transmitted at least one prescription electronically during these en-
counters, known as “eligible instances.” Data is submitted via claims 
or through a qualified registry or EHR vendor.
Eligible professionals who successfully e-prescribe for covered ser-
vices are eligible for an incentive payment. As established in law, for 
2009 and 2010, the incentive amount was 2 percent of a provider’s to-
tal estimated allowed charges for covered professional services dur-
ing the reporting period (one calendar year). The incentive amount 
was reduced to 1 percent in 2011 and 2012 and further reduced to 
0.5 percent in 2013. Beginning in 2014, those who are not successful 
e-prescribers will be subject to a downward payment adjustment of 
2 percent.
The universe of eligible eRx professionals is smaller than for PQRS 
because, in order to qualify, a physician’s system must be able to:
• generate a complete active medication list incorporating electron-
ic data received from applicable pharmacies and pharmacy benefit 
managers (PBMs) if available; 
• select medications, print prescriptions, electronically transmit 
prescriptions, and conduct all alerts;
• provide information related to lower cost and therapeutically ap-
propriate alternatives (if any); and
• provide information on formulary or tiered formulary medica-
tions, patient eligibility, and authorization requirements received 
electronically from the patient’s drug plan (if available).10
Eligible professionals who were successful electronic prescribers 
received an average bonus payment of just over $3,000 from the e-
prescribing Incentive Program in 2009; $3,836 in 2010; and $1,912 in 
2011. The lesser amount in 2011 reflects the decrease in the incentive 
percentage from 2 to 1 percent. CMS made payments to 174,189 pro-
fessionals in 2011.11 
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EHR INCENTIVE PROGRAM
The EHR incentive program provides incentive payments for certain 
health care providers to use EHR technology in ways that improve 
patient care.12 In order to receive payment, providers must show that 
they have gone beyond acquisition of an EHR system and are in fact 
“meaningfully” using it. The standards for so demonstrating, de-
veloped under the authority of the Office of the National Coordina-
tor for Health Information Technology (ONC), give the program its 
more common appellation of “meaningful use.” ONC has also estab-
lished technical and functional standards that EHRs must meet in 
order to qualify for the incentive program.
The Medicare EHR incentive program was authorized under HI-
TECH (the Health Information Technology for Economic and Clini-
cal Health) Act in 2009. Payments began in 2011 and will continue 
through 2016. Its Medicaid counterpart will continue to make in-
centive payments through 2021. Eligible professionals can earn up 
to $44,000 under the Medicare EHR incentive programs and up to 
$63,750 under Medicaid.13 (A person eligible for both may choose 
only one.) As of June 2013, the combined programs for eligible pro-
fessionals had a cumulative total of 400,960 registrants, of whom 
293,861 had received an incentive payment for a total expenditure of 
approximately $5.99 billion.14
There are three stages of meaningful use criteria. Stage 1, which 
began in 2011, sets the basic functionalities an EHR must offer and 
requires the physician to engage in data capture and some data shar-
ing. Stage 2 – with the final rule published in September 2012 – in-
creases health information exchange among providers and gives pa-
tients secure online access to their health information.15 Originally 
scheduled to take effect in 2013, Stage 2 requirements were delayed 
until 2014. Many providers, as represented by organized medicine 
groups, would prefer additional delay.16 Stage 3, in development but 
not scheduled to debut until 2016, will continue to expand meaning-
ful use objectives to improve health outcomes.17
Participation in the EHR incentive program is voluntary. However, 
here too a non-participation penalty kicks in eventually. Beginning 
in 2015, eligible professionals who fail to demonstrate meaningful 
use will face payment adjustments, beginning at –1 percent and in-
creasing each year thereafter to a maximum of –5 percent.
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OTHER PROGRAMS
As stated earlier, the programs described above are voluntary, but 
clearly designed to encourage broad participation. Other Medicare 
programs and demonstrations require application and competition 
in order to be included, or are a function of physician choice and/or 
location. For example, a decision to become part of an Accountable 
Care Organization under the Medicare Shared Savings Program de-
pends on the characteristics and relationships of the physician’s lo-
cal market. Physicians taking part in the Comprehensive Primary 
Care Initiative had to live in one of the seven locations CMS chose as 
test sites and then had to be selected through a competitive process 
as a participating practice. 
IMPACT OF PROGRAMS
The programs discussed above have the common goals of improv-
ing health care quality and reducing its cost; ideally, they would 
work together to make physician participation easy and fruitful. 
In fact, a big complaint on the part of physicians has been insuf-
ficient alignment of quality measures. CMS has taken steps in this 
direction, including contracting with the National Quality Forum 
to review quality and efficiency measures under CMS consideration 
with an eye to harmonizing them across federal programs.18 How-
ever, physicians have not yet been presented with a seamless process 
whereby one reporting mechanism for one set of measures satisfies 
the requirements of various programs. Perhaps more troubling is 
their general lack of belief in the utility of the programs. Much of 
this is expressed anecdotally, but a survey by researchers at Mt. Sinai 
School of Medicine found that fully half of responding physicians 
who participated in PQRS believed it had no impact on quality.19
A tension inherent in these programs is whether quality and effi-
ciency is measured at the group or individual level. Physicians have 
made the reasonable point that any one of them may not have enough 
patients with a particular diagnosis to generate reliable data. Many, 
particularly solo or small-practice physicians, have complained of the 
administrative burden. There are also issues of attribution if a patient 
sees multiple physicians in a practice, that is, on whose record does 
that patient “count”? Consumers tend to want information about 
individual clinicians and may misinterpret quality information 
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reported at the group level when they have navigated to an individu-
al physician’s page in Physician Compare.
It is difficult at this stage to determine patient awareness of the con-
sumer-focused Physician Compare program, still less value-based 
purchasing or meaningful use. But it is fair to say that consumers no 
less than clinicians are involved in significant culture change, con-
templating a world where decisions are to be shared by doctor and 
patient, more doesn’t necessarily mean better, and cost does matter.
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